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This is our annual report of summaries of GAO
conclusions and recommendat.cns resulting from our audits
and other review work in Federal civil departments and
acencies which we believe will be of interest to your Com-
mittees in their review of budget requests for fiscal year
1979. Our reports have previously brought these matters
to the attention of the Congress and departmental officials.
We have not included suggested questions to be asked in
appropriation hearings: however, we will suggest specific
questions on the items summarized if you desire.

A report of conclusions and recommendations concerning
the Department of Defense is being submitted separately.

We are sending copies of this report to the Federal
civil departments and agencieg so they may be in a position
to answer any ingquiries made »n these issues during the
approoriation hearings,
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of the United States
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MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

An organized approach to improve
procuremen: practices

This report foliows up on a recommendation of the
House Government Operafions Committee and the Commission
on Government Procurement that a continuing program of
research be used to create better procurement practices
and to design and test the best ways to carry out new
policies.

A number of large Government agencies, such as Defense,
Energy, Transportation, Space, and General Services, rely
on procuremznt to accomplish their primary missions. About
$70 billion a year and some 60,000 Federal workers are in-
volved. Efforts to solve problems in the past on an ad hoc
basis have resulted in a complex patchwork of laws, methods,
requlations, procedures, and administrative requirements.
Basic redirections are beginning to take shape as a result
of numerous congressional hearings, studies by commissions,
and a continuing overview by the 0Office of Pederal Procure-
ment Policy.

Except for a few recent Department of Defense efforts,
no progrzm of organized research into procuremsnt activities
exists today--either on a Government-wide basis or within
any executive department. GAO's report depicts the present
posture of procurement research in the Federal Goverrment.
Specific uses of such research are discussed and an organized
approach to a Government-wide program is illustrated,
including:

--Basic prerequisites for operating the program,

--Roles of participants: The Federal agencies, the
Federal Procurement Institute, and the Office of
Federal Procurement Policy.

~--Operating approaches to screening research i-ceds,
selecting projects, conducting the research
itself, and evaluating results.

GAO recommended that the Office of Management and Bud-

get (OMB) establish a strong program for procurement research
with active participation by the major agencies. The major
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agencies would use the program to:

--Cope with procurement problems peculiar to their
agency operations as they arise.

--Design the best ways of giving effect to new
policies.

--Evaluate experiences, achieve innovative improve~
ments, develop training materials, and participate
in Government-wide research.

(PSAD -77-128, Sept. 30, 1977.)
Appropriations
All PFederal agencies~-defense and civil.

Appropriation Conmittee issues

1. Status of Government-wide program in each agency
having major procurement activities.

2. Agency use of research done by other agencies.

3. Extent of agency coordination with the Office of
Federal Procurement Policy and *+ke Federal Prxocurement
Institute.




MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

Computer auditing in the executive departments:
Not enough 13 bkeine Jana

GAO reported to the Congress that there is a continuing
and growing need for auditor involvement in a number of
phases of computer-based information system develcpment
and operation in Federal agencies. The growth of Federal
automatic duta processing (ADP) costs to well over $10
billion annually and the pervasive impact of the computer
on the accomplishment of agency missions, mandate that
management be assured--through the internal audit process--
that such systems are performing efficiently, economically,
and effectively.

However, many audit organizations have avoided con-
tact with the computer, and the report was issued to inform
the Congress on the levels of internal audit involvement
as well as to stimulate greater Federal internal audit
activity in the computer area. The report suggests that,
in the appropriations hearings for each agency, inquiry
be made of the extent of internal audit involvement in
evaluating utilization of ADP resources. Agencies comment-
ing on the report agreed with its conclusions and recom—
mendations. (FGMSD=-77-82, Sept. 28, 1977.)

Aggrogriations

Various appropriations that include fundés for intermnel
audits.

Appropriation Committee issues

The Committees should ascertain whether agency requests
indicate appropriate internal audit attention is being
devoted to this area, as exemplified by past work, present
assignments, and future plans for audit work, together
with a plan for developing and maintaining the requisite
level of technical proficiency on the part of agency audit
staffs.




MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST - -

FEDERAL DEPARTMENTS AND AGENCIES

Discussion and illustration of
a new budgeting concept

There has been growing concern in and ocutside the
Congress about the way the Pederal budget is currently
presented, the limitations it imposes on congressional

- review, and the lack of control over Federal programs.

The common complaint with the present system is that the
Congress gets a great mass of detail but not a coherent
picture of what the money is for and why it is needed.
Pederal programs get underway and are locked into pre-
determined solutions long before Congress becomes aware
of them or whether they are needed.

In a report to the Congress, GAC discussed a new
concept called mission budgeting that has been proposed
to alleviate these rroblems. GAO converted fiscal year
1978 budgets in the energy, defense, and space fields to
illustrate how the nsw concept works.

Mission budgeting does not take away from the Con-
gress the kinds of detail information it presently receives.
Rather, it restructures the information so that hudget
activities are linked to needs and basic mission respon-
sibilities of the agenavy. Budget activities would thus
be organized by mission end purposes of the agency and
the needs they serve, Activities would be funded not
by the type of work involved, but, instead, by what they
are intended to accomplish.

Mission budgeting offers significant possibilities
for improving the budgetary process hecause it cpens up
congressional review to the policy aspects, priorities,
and assumptions underlying spending decisions. It also
strengthens congressional control over Federal programs
by funding, at the outset of a new program, a need instead
of a program solution. This permits Congress to assess
the need and priority for a new program before the program
acquires momentum and to fund the creation and exploration
of the most promising solutions, as well as test demonstra-
tions, before the Government gets locked prematurely into
the largely uncontrollable cost of any one solution. Addi-
tional advantages seen for the new budget concept are:



--Clarifying mission responsibilities of the Federal
agencles and keeping them relevant to national
policies and needs.

--Achieving public accountability on the basis of
end results, that ig, in terms cf the level of
mission performance funded by the Congress.

--Having one budget system oriented to both executive
and congressional needs.

--Providing a structural foundation to (1) coordinate
or reorganize Govarnment agencies and functions
according to major end purposes and (2) implement
“zero-Lase” budgeting and pending “sunset” legis-

lation.

GAO recommended to U’ - iress that it begin to
experiment with this new sur : by "t#*-ng {5 usefulness
on a small scale. (PSAD- ~ T, - 1977.)
Appropriations

All Federal agencies--det . ¢ivil,

Appropriati- <Committee issuers

Devisi. -'n approcach  ~  an es ‘eriment of
the new budg. :oncep! on .- + ~raching the experi-
ment is to:

-~Select -~ & 2r more % :u. ..®. usS Or mission areas
for ex; :-ir 'ntatio.

--Arr:: ge with agency - @ ¢ - scntation,

-=Forr. : wall committee tan force with he Congres-—
sior: i fHudget Office (s  staff support to:

l. o:: with agency.
2, Evyz’'nate results,

--Approve . advance:

1. The experimental missicn * ructure.
2. Misszion budget ou' line.

--After coami .tee budg- review, convert tack to
traditiona. presentat. 1 for requla anthoriza-
tion/appropriation.




MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

rederally assisted areawide planning:
Need to simplify policies and praccices

To promote the 2£fficient use of billions of dollars
for Federal programs--developing highways, constructing
—~ommunity facilities, conserving natural resources, edu-
rating children, cleaning the air, purifying water, etc.--
“he Federal Government requires State and local governments
and other organizations to prepare plans. These plans
range from architectural designs to development of geo-

grephic areas. GAO reported on the latter type of
planning, csommonly called areawide planning.

Title IV of the Intergovernmental Cooperztion Ac: of
1968 recognized the abundance and interrelatec nature of
federally assisted planning programs and the meed to coor-
dinate them. 1In particular, the act regquired that individual
Pederal planning programs be coordinated with and made part
of comprehensive local and areawide development planning.
The Office of Management and Budget, in vart IV of its
Circular A-95, sought to implement the act's requirement.

OMB encouraged the use of a single areawide organiza-
tion to plan or coordinate planning. However, this idea
was not effective, chiefly because:

-=-Programs were initiated haphazardly over a period of
years to satisfy particular needs or demands, not by
an interrelated system or approach. Each program
built its own constituency which made it difficult
for State and local governments to mesh the programs
into a coordinated planning effort.

--Federal and State agencies often ignored the desig-
nated planning agency and standard planning areas;
instead, they set up separate planning groups for
different geographic areas.

--Federal programs had varying requirements which
impeded coordinated planning and made the use of
one planning agency difficult,

GAO recommended that the Congress establish a national



policy on areawide planning and reduce the number of
planning progra- 3. Recommendations were also made for
improving OMB's circular dealing with areawide planning.

OMB generally agreed with our findings and conclusions
and concurred in our recommendations. It took no position
on the need for a national areawide planning policy and
suggested consolidating related implementation progranms
for which planning is undertaken.

In March 1977 legislation calling for a national
policy on areawide plaaning was introduced in both the
Senate and House. In July 1977, the President issued a
memorandum for the heads of executive departments and
agencies calling for a zero-hased review of all Pederal
plan regnirements for domestic assistance. (GGD-77-24,
Mar. 28, 1977.)

Appropriations

Various agency appropriations.

Appropriation Committee issues

1. A reduction in the number of planning programs is
needed to achieve better planning and to fix planning
responsibility. Enactment of a national policy on area-
wide planning would reduce the number of planning organi-
2ations.

2, Pederal agencies need to include the basic planning
elements in their planning programs for domestic assistance
so that meaningful planning can take place.



MATTERS AFFECT.ING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

Many accounting systems still
unapprove v the Comptroller General

GAQ reported to the Congress that only 52 percent of
the accounting system designs of executive branch azgencies
had been approved as conforming to principles and standards
preecribed by the Comptroller General on September 30, 1976.
Under section 113 of the Accounting and Auditing Act of
1950 (31 U.S.C. 66a), the head of each executive agency is
responsible for establishing and maintaining accounting
systems that conform to principles and standards prescribed
by the Comptroller General. Section 112 of the act (31
U.8.C. 66) requires the Comptroller General to approve

agency accounting systems when deemed adequate and in
conformity.

Some Federal agencies have worked hard to establish
good accounting systems to be approved by the Comptroller
General. These include the Departments of Labor, the
Treasury, Commerce, and Transportation, which have all
or most of their accounting systems approved. The Decpart-
ment of Agriculture is also pursuing a commendable program
of accounting systems development, although its completion
is several years away.

Until recently, the Department of Defense had made
little progress in obtaining approval of its systems.
However, in the last 4 years, 54 systems have been approved.
Most of this remarkable progress has been in the Navy and
the Air Force, with the Army and some of the Defense
agencies making less progress.

Three departments~--Interior; Health, Education and
Welfare; and State--have progressed so little that GAO is
concerned whether they will have approved accounting
systems in the near future. GAO approved a departmental
system for the Department of Housing and Urban Development,
buvt it has not completed the designs of its subsystems.

It is very important that agencies have approved
systems in operation because such systems can produce the
type of financial information that agency officials and
the Congress need to make financial decisiorns. The problems
that can occur when good accounting systems do not exist



received considerable attention in the past year. The
financial plight of New York City and the contribution of
pcor accounting practices to that situation is well known.
Poor practices in unapproved accounting systems of the
Department of the Army and the District of Columiia Govern-
ment were also reported to the Congress by GAO during the
past year. In the Army case, over $200 million in funds
was overobligated. In the District's case, the accounting
was sSo unreliable that an outside certified public account-
ing firm called it "misleading, out~of-date and inaccurate."
A good accounting system can prevent these kinds of problems.

GAO's report on Federal agency accounting reccommended
that, when examining budget requests and agency use of
funds, the Office of Management and Budget and the Congress
should make sure that the executive departments and agencies
were devoting sufficient resources to qualify their account-
ing systems for approval by the Comptroller General.
(FGMSD-77-21, Aug. 24, 1977.)

Appropriations

Salaries and expenses (civil departments and agencies).

Approvoriation Committee issues

in appropr.ating funds for agencies having unapproved
accouitting syr -ms, the Committees sahould be certain that
funds are inc ded for qualifying the systems for approval
by the Comptroller General.

10



MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

Most agencies' programs to assist emplovees with
aIcoﬁo?-reIateE problems still ineffective

While no one knows precisely how many Federal employees
have alcohol-related problems, most experts generally agree
that alcoholism is a major problem. GAO's review of the
progress made by Federal agencies to assist employees with

drinking problems showed that many improvements were needed
beiore these efforts could be considered effective.

GAO's review showed that most programs had succeeded
in getting few persons into treatment; the organizational
placement cf many programs in agency personnel departments
may discourage use; program coordinators were appointed,
wiilh little or no consideration for their qualifications
or interests, who spent little time on alcoholism programs;
and attitudes of management toward an agency's alcoholism
psogram varied significantly with some top officials not
bzing very supportive of any effort to assist alcochol
abusers.

GAC recommended that:

-=-The Civil Service Commission (CSC) conduct or
sponsor studies to more accurately determine the
extent of alcokol-related employee problems.

-=-Agency and department heads give strong considera-
tion to establishing broad-based employee assis-~
tance programs as opposed to programs that serve
only alcohol abusers. If program location is
considered a rroblem, managers should consider
removing programs from personnel departments or |
taking other actions to alleviate employee concerns
about program location.

-=-CSC encourage more active consultation with employee
unions in developing alcoholism programs.

-=CSC develop better guidelines for the type of train-
ing alcoholism coordinators should have.

--Agency and departments (1) take more care in select-
ing coordinators, (2) arrange for appropriate
training of coordinators, and (3) make sure that
coordinators have enough time and rescurces to do



their job.

-~-Agencies and departments do more to educate super-
vigsors and non-supervisors about alcoholism programs.

--CSC and the Office of Management and Budget develop
~ooperative programs serving more than one agency
where practicable.

-=-CSC put more emphasis on monitoring agencies'’
programs.

If department and agency heads do not develop effective
programs after a reasonable period of time, GAO recommended
that the Congress explore legislation giving CSC more
authority to require agencies to do so.

Both CSC and OMB agreed that improvements were neces-
sary if programs were to become effective. (HRD-77-75,
Sept. 7, 1977.)

Appropriations

No specific appropriation.

Appropriation Committee issues

In a report entitled "Substantial Cost Savings from
Establishment of Alcoholism Program for Pederal Employees”
(B-184031(2), Sept. 28, 1970.) GAO stated that for a
yearly investment of $5 per employee, or about $15 million,
the Government could save between $135 and $280 million.
However, no funds were specifically appropriated for this
program. Considering the general lack of resourzes in manv
agency alcoholism programs and the cost effectiveness of
such an investment, the Appropriations Commitfees should
consider additional funding for Federal alcololism programs.

12



MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

Need to better control Federal
white-ccllar job classifications

In 1974 the Government paid $18 billion in salaries
to 1.3 million employees under the General Schedule, its
chief category of white-collar workers. 1In order that
these employees may receive equal pay for equal work, the
Government classifies General Schedule positions according
to duties, respounsibilities, and quelifications.

GAO reviewed the Civil Service Commission's adminis-
tration of the Federal classif:ication program aad selected
agencies' administration of their position classification
responsibilities. Weak contrels and pressures exerted on
job classifications had resulted in overgraded Federal
positions which increase c¢sts anl adversely affect employee
morale and productivity.

In a report to the Congress, GAO concluded that top
Federal management must make a commitment to improve job
classifications and to organize the workload of Federal
departments and agencies more economically. This attitude
must permeate all Government echelons. GAO recommended
that the President issue a directive o the neads of
Federal agencies, emphasizing the importance of position
management and classification and the need to develop at
all management levels a special, informed interest in
economically structuring work and properly classifying
positions. Agency heads should:

--Estakiish adequate, effective position management
and clessification systems,

--Have managers periodically attend tr. 1ing programs
on position management and classification,

--Evaluatc managers on how well they carry out their
classification responsibilities, and

-=-Provide adequate numbers of trained classifiers.
In addition, CSC should:

--Feep pressure on agencies to establish their own

13



personnel management evaluation systems, assess
the adequacy of such systems, and require improve-
ment where necessary.

--Monitor the effectiveness of actions being taken to
improve CSC's own evaluations of agencies' classi-
fications., Effective evaluations should include
identifying overgrading, determining the underlying
causes of classification errors, taking firm stands
on issues, making prompt followup on agency correc-
tive actions, and, when necessary, certifying
positions or revoking classification authority.

--Implement the plan to update classification standards
and follow it with a timely and well-controlled
review cycle to ensure that standards are kept
current. '

(FPCD-75-173, Dec. 4, 1975.)

On May 27, 1976, the President issued a memorandum
calling upon agency and depariment heads to reexamine
their position management and classification systems to
ensure effective operations and full compliance with
applicable laws and requlations. Agency heads were
instructed to report to CSC actions taken and the results
of those actions. At the same time, CSC would vigorously
evaluate agency classification performance and bring about
corrective action. -

Appropriations

Requests for funde for salaries and expenses from all
departments and agencies having employees paid under the
General Schedule.

Appropriation Committee issues

l. Departments and agencies should establish effective
position management and classification systems, train and
evaluate managers in classification, provide adequate
numbers of trained classifiers, and have adequate perronnel
management evaluation systems.

2. (CSC should keep pressure on agencies to ensure
effective personnel management evaluations, make sure that
actions taken to improve CSC's own evaluations are effective,
and update classification standards.

14



MATTERS - AFFECTING THE APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

Need to rec ize and fund
Federal retirement costs

The cost and liabilities of Federal retirement pro-
grams are much greater than recognized by current costing
and funding procedures. Usually, little or no considera-
tion is given to the effect of future general pay increases
and annuity adjustments on ultimate benefit payments,
resulting in a considerable understatement of benefit
costs accruing each year. For example, unrecognized costs
in 1976 for the civil service retirement system amounted
to about $7 billion. In some programs, such as the uni-
formed services retirement system, none of the currently
accruing cost is recognized or: funded.

When retirement costs are understated, the costs of
Government operations and agency programs are also under-
stated. One side effect is fuil retirement costs are not
allocated to agency operations which results in an un-
recognized subsidy to Government organizations whose
programs are required by law to be self-supporting.

GAO recommended that the Congress enact legislation
requiring that the full cost of Federal retirement systems
be recognized and funded and that the difference between
currently accruing costs and employee contributions be
charged to agency operations. Because most Federal retire-
ment funds are required by law to be invested in Federal
securities, full funding would not eliminate the need for
future taxing and borrowing to meet benefit payments as
they become due. However, full funding would enhance cost
recognition and budgetary discipline as well as promote
sounder fiscal and legislative decisionmaking.

Some of the agencies responsible for administering
Pederal retirement programs agreed with GAO that the full
cost of retirement benefits should be recognized. The-
Depariment of Defense did nc* comment on the report, and
others had no comments on GAO's recommendations. Self-
supporting agencies, whose retirement contributions would
be higher if costing and funding tzchniques recognized
general pay increases and annuity adjustments, generally
agreed that the costs of their operations were being
understated. However, some believed the Congress should

15




appropriate funds to pay the higher costs rather than
increase charges to the users of the agencies' services.

Appropriations

All department and agency requests for funds relating
to Federal retirement systems and direct Government appro-
priations to retirement trusi funds.

Appropriation Coxmittee issues

In the interest of sound fiscal and legislativ-
decisionmaking, the full cost of accruing retiremen:
benefits should be recognized, funded, and reflectad
in agency budgets.

!

16




~ "MATTERS AFFECTING APPROPRIATIONS OF ALL OR MOST

FEDERAL DEPARTMZENTS AND AGENCIES

Need to reduce funding uncertainties
assoclated with Federal assistance programs

GAO reported to the Congress that State and local
governments have substantial problems identifying, obtain-
ing, and using Federal assigtance. Because of funding
uncertainties, available assistance is often learned of
too late or offered under time constraints which sometimes
prevent State and local governments from taking advantage
of it.

Delays in notifications and allgcations of funds to
State and local governments and other grantees can also
lead to poor planning, program delays, and waste in the
administration of Pederal assistance programs. Such
delays can also adversely affect Pedevral agencies' ability
to plan and implement programs.

GAO recommended that the Congress, to relieve the
time pressure on its deliberations and to eliminate fund-
ing uncertainties resulting from delays in the passage of
authorization and appropriation bills, consider greater
use of (1) advance funding and (2) authorizations and
appropriations covering more than 1 fiscal year. GAO
added that, because these measures tend to restrict budget
flexibility and the Congress' ability to respond to changing
national priorities and economic conditions, they should be
considered primarily for those Pederal programs and activi-
ties, including grants-in-aid to State and local governments,
for which firm planning before the beginning of the appro-
priation year is a major factor in successful execution.
(GGD-~75~75, Aug. 19, 1975.)

Appropriations

Various agency appropriations.

Appropriation Committee issues

The use of advance funding and authorizations and
appropriations covering more than 1 fiscal year should be
considered case by case, weighing their restrictive effect
on the flexibility of Federal fiscal policy against
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rec:.p:.ents need - for greater certainty about future fund-
ing levels of PFederal assistance.
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MATTERS AFFECTING APPROPRIATIONS GF ALL OR MOST

FEDERAL DEPARTMENTS AND AGENCIES

portunities for reducing
office copier costs in
multi-agency Federal buildings

Agencies in multi~agency Federal buildings generally
obtain office copiers independently of other building
occupants. As a result, copier costs are increased and
copiers are not efficiently utilized. General Services
Administration (GSA) figqures show that costs for acquiring
office copiers and related supplies have increased from
$38 million in 1964 to $139 million in 1974,

GAO reported to the Administrator of Geéneral Services
that centralized management of office copiers in multi-
agency Federal buildings could result in reduced costs by
identifying copier needs for an entire building anl deter-
mining the most economic and efficient method of fulfilling
these needs. GAO recommended that GSA initiate a test
program for centralized management of copiers in one or
more multi-agency Federal buildings and include copiers in
its program for providing common services in such buildings.

In August 1977 GSA advisa:d GAO that their studies in
two multi-agency Federal buildings indicate that central -
management of copiers would not achieve any economies in
those buildings. Although we have not evaluated the GSA
studies, we noted that in one instance the GSA alternative
for providing central copier service differs significantly
from the approach GAO proposed. The GSA alternative pro-~
posed three staffed copy centers for the 1l0-story Federal
building, a duplicator in the sub-basement, and retaining
agency-owned copiers. GAO proposed self-service copiers
on each floor and a centrally located self-service dupli-
cator. The GSA alternative adds to costs by staffing copy
centers and increasing the travel time for agency personnel
to reach the centers. Therefore, GAO continues to believe
that centralized corier management in multi-agency Federal
Suildings can reducr: costs. (LCD-76-109, Mar. 9, 1976.)

.Appropriations

Working Capital Fund, Federal Supply Service (General
fervices Administration); operations and maint:nance appro-
priations for the Department of vefense, including the Army,
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Navy andvhif_Forcé; and oéerating expehses of ci&il depart-
ments and agencies,

Appropriation Committee issues

The Federal Supply Service Working Capital Pund,which
is reimbursed by agencies for printing and duplicating
services, will be used by GSA for its test program for
centralizing copier services. Additional spending for
copier leases or purchases and related suppiies and ser-
vices will be reflected in this fund. If the test is
successful and results in a GSA program for centralized
copier services, then agencies' funding requests for copier
supplies and leases or purchases of copiers should decrease
significantly. '
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DEPARTMENT OF AGRICULTURE

AGRICULTURAL MARKETING SERVICE

Department of Agriculture should be
authcrized to charge for cotton
ciassing and tobacco grading services

The users of the Department of Agriculture's commodity
grading services, except for cotton and tobacco producers,
have to pay all or at least a substantial part of the cost
of these services. 1In fiscal year 1976, free cotton and
tobacco grading services cost American taxpayers $11.2
million. The reasons for placing these services on a free
basis in the 1930s no longer apply. i

GAC recommended that the Congress amend the Cotton
Statistics and Estimates Act and the Tobacco Inspection
Act to authorize the Secretary of Agriculture to charge
for cotton classing and tobacco grading services.

The Department of Agriculture did not take a position
on GAO's recommendation. (CED-77-105, Aug. 2, 1977.)

Appropriations

Agricultural Marketing Service, market services (general
and special funds).

Appropriation Committee issues

Continued Federal funding of cotton classing and tobacco
grading services is inconsistent with the Government's gener-
al policy of charging fees for special services and with the
Department's practice of charging for grading other commodi-
ties.
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DEPAJTMENT OF AGRICULTURS.

" AGRICULTURAL RESEARCH SFRVICE

Needs and opportunities fn:-
improving Eﬁe management Of

agricultural research

The Agricultural Research Ser.vice (ARS), the largest
research organization in the Federal-State agricultural
research system, conducts basic, applied, and developmental
research in the fields of livestock; crops: pest control;
soil, water, and air resources; environmental quality;
domestic and export marketing; use of agricultural pro-
ducts; food and nutrition; consumer services; rural and i
international development; and agriculturally related
health hazards, including food safety. Its research is
categorized under 75 national and special research projects.

ARS employs about 8,500 people, including about 2,700
scientists, to carry out its research programs at about
145 locations in 47 States and the District of Columbia.
It also has two overseas offices.

In a report to the Chairman, Joint Economic Committee,
GAO pointed out that ARS could improve its research through
better planning, project selection, and review of ongoing
work.

GAO recommended that the Secretary of Agriculture have
ARS:

--Identify and document the relative priorities of
each national research project and of each problem
and need within the project areas and assemble the
information needed for effective implementation of
its long-range plans.

--Better document research proposals to facilitate
critical assessments of their scientific and tech-
nical merits.

--Develop agencywide criteria for reviewing project
proposals.

--Make its technical advisors an integral part of the
project approval process.
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--Require researchers to certify that the research
proposals have been coordinated with ongoing and
completed research projects.

~--Require researchers to document and disseminate
negative research findings.

--Develop agenc ~'ide peer review procedures fo:
assessing the scientific and technical meriixs of
all research.

~--Document all important findings, conclvsions, and
recommendations resulting from informal reviews of
individual research projects. i

--Redesign the work reporting unit reports and plans
to permit an assessment of the technical asprcts
of active research projects.

--Require technical advisors to review the work
reporting unit reports and plans to assess the
merits of ongoing work and to identify research
that should be scheduled for ongite review.

The Department of Agriculture substantially concuvred
in the recommendations and outlined actions ARS was taking
to implement them. (CED-77-121, Aug. 23, 1977.)

Appropriation

Department of Agriculture, Agricultural Research Service.

Appropriation Committee issues

Improving the management of research should provide the
Congress better assurance that high-quality research is
being conducted and that limited public dollars are being
used wisely.
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DEPARTMENT OF AGRICULTURE

FOOD AND NUTRITION SERVICE

Food stamp receipts--
Who's watching the money?

GAO reported to the Congress that misuses and mishand-
ling of over $34 million in food stamp receipts went
undetected for extended periods because neither the Depart-
ment of Agriculture's Food and Nutrition Service nor the
States were effectively monitoring the agents which sold
food stamps. Known maior weaknesses in the monitoring
system at both the Federal and State levels were allowed
to continue for years without adequate efforts to correct
them. Reported deposits were not verified, agents' deposit-
ing patterns were not monitored, and there was no followup
when agents failed to submit required reports. The Service's
computer~-produced management reports, designed to identify
problem agents, were not usable because they lacked data
on the problems.

Service officials emphasized to GAO their belief that
responsibility for administering the food stamp program,
including accountability for cash and coupons, properly
rested with the States and that the Service's proposed
changes to the food stamp accountability system reflected
this assignment of responsibilities. GAO believed that
the Service should maintain & najor, active role in agent
accountability monitoring in a partnership arrangement with
the States, rather than a role primarily involving over-
sight of State operations. GAO recommended several specific
actions to help improve agent operations and accountability
in the program.

The Food and Agriculture Act of 1977, approved in Sep-
tember 1977, eliminated the food stamp purchase requirement
by providing that coupons would be distributed without charge
to recipients. Therefore some of GAO's recommendations no
longer apply. However, other steps GAO recommended will
still be necessary because the food coupons themselves--
which are almost like cash--will still have to be accounted
foer and this accountability will have to be monitored.

Appropriation

Department of Agriculture, Food and Nutrition Service,
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food stamp program.

Appropriation Committee issues

Before approving a .ossible request for funds to imple-
ment any proposed change in the food stamp program's
depositing or monitoring systems, particularly the tele-
communications system the Pood and Nutrition Sexvice has
proposed, the Committee should evaluate the adequacy of
the Service's suppert for the administrative advantages
and disadvantages and the economic benefits and costs
agsociated with the proposed system change.
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DEPARTMENT OF AGRICULTURE

FOOD AND NUTRITION SERVICE

Impact of Pederal commodity
donations on the school lunch

program

In a report to the Chairman, House Committee on Educa-
tion and Labor, GAO discussed the responsiveness of the
Federal commodity distribution program to the necdis of the
school lunch program. GAO concluded that, while purchase
and distribution of commodities for the school lunch pro-
gram by the Department of Agriculture went a long way toward
meeting the needs of the school districts, improvements were
needed to make the program more effective and responsive to
such needs. The report also provided information and sug-
gested corrective measures regarding plate waste--food not
eaten by students--in the school lunch program.

GAO recommended, among other things, that the Secretary
of Agriculture undertake greater promotion of nutrition edu-
cation in schocl health programs to help reduce plates waste.
In April 1977 letters to the House Committee on Government
Operations and the Senate Committee on Governmental Affairs,
the Department of Agriculture indicated it would continue
to use monies authorized by section € of the National School
Lunch Act to promote nutrition education.

The 1977 amendments to the child nutrition acts added
a gsection which authorized appropriations for the States
for fiscal years 1978 through 1980 for child nutrition edu-
cation at a rate of 50 cents per enrolled child, with no
State veceiving less than $75,000. Also, the Department
requested and received from the Congress, for fiscal year
1978, $1 million for nutrition education research and demon-
stration projects. (CED-77-32, Jan. 31, 1977.)

Appropriation

Department of Agriculture, Food and Nutrition Service,
child nutrition progr~ms.

Appropriation Committee issues

Additional appropriations will be required if, as GAO
recommended and the 1977 amendments to the Child Nutrition
Acts authorize, the Department undertakes greater promotion
of nutrition education as a voluntary part of .chool health
programs,
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DEPARTMENT OF AGRICULTURE

FOOD AND NUTRITION SERVICE
Legislative authority needed for
demonstration grojects testing
various o stamp recipient

identification requirements

In repvorts to the Chairmen, House Committee on Agri-
culture and Senate Committee on Agriculture, Nutrition,
and Forestry, GAO presented a chronology of congressional
and administration actions related to (1) increased iden-
tification requirements for food stamp recipients and
(2) authorization of demonstration projects to test vari-
ous means for improving food stamp program administration,
including additional recipient identification requirements.
Based on this chronology and a legal analysis of the Food
Stamp Act, GAO concluded that legislative enactment of
clear food stamp demonstration project authority was needed
if the Congress wanted the Secretary of Agriculture to make
testing of new food stamp recipient identification proce-
dures mandatory in one or more project areas prior to their
possible implementation nationwide. (CED-77-53 and CED-77-
54, Apr. 1, 1977.)

Appropriation

Department of Agriculture, Pood and Nutrition Service,
food stamp program.

Appropriation Committee issues

The Food and Agriculture Act of 1977, approved in
September 1977, provided clear legislative authority
covering demonstration projects for testing various fond
stamp recipient identification requirements. Additional
funds may be required to plan, imj .ement, and evaluate
such tests, If improved identification methods are proven
in the pilot tests and subsequently implemented programwide,
program integrity might be improved with a resultant decrease
in costs.
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DEPARTMENT OF AGRICULTURE

FOOD AND NUTRITION SERVICE

Summer feedin rogram=-
How to feed Eﬁe cﬁgiﬁren

and stop program abuses

In a report to the Chairman, House Committee on Educa-
tion and Labor, GAO discussed changes needed to eliminate
or minimize the extent of abuses and to improve operations
of the summer food service program for children In future
years. In December 1976 GAO briefed the Department of Agri-
culture on the report's proposals for administrative changes
and several of GAO's recommendations were incorporated in
final regulations issued March 1, 1977. GAO recommended
additional administrative changes, however, covering sponsor
and site selection and termination, contracting procedures,
State staffing and monitoring, sponsor recordkeeping, and
advances of funds.

Many of these changes would not be necessary if only
schools and public agencies were permitted to be program
sponsors. GAO therefore recommended that the program's
authorizing legislation be revised to allow only schools
and public agencies as sponsors. Also recommended were
legislative changes dealing with administrative funds for
States and sponsors, restrictive definitions of eligible
children, and stringent controls over the number of food
gservices allowed each day. (CED-77-59, Apr. 15, 1977.)

Appropriation

Demariment of Agriculture, Pood and Nutrition Service,
child nutrition program.

Appropriation Committee issues

1. In the 1977 amendments to the national school lunch
and child nutrition acts, the Congress adopted a new reim-
bursement formula for State administrative costs to encourage
the States to run the programs. However, the formula, which
still bases reimbursement on program costs, will not encour-
age efficient program operations.

2. The 1977 amendments provide for sponsor administra-
tive cost reimbursements based on program-related budgets

29




approved by the States and require the Secretary to make

a study of administrative ccsts and thereafter to prescribe
maximum allowable levels for administrative payments. More
funds may be required for maximum sponsor administrative
cost reimbursements.

3. The 1977 amendments also adopted the recommendaticns
on limiting reimbursement for mesls served to children in
camps and on controlling the number of meal services allowed
each day. When implemented, these provisions should help
decrease program costs and food waste.
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DEPARTMENT OF AGRICULTURE

FOOD AND NUTF.ITION SERVICE

The food st roqram—-Overissued
benefits not recovered and fraud

not punished

GAO reported to the Congress that the Federal Govern-
ment was losing over half a billion dollars annually because
of overissued food stamp benefits caused by errors, mis-
representations, and suspected recipient fraud and by local
food stamp officers' errors. GAO calculated that, for every

$100 of the more than $5 billion in annual food stamp benefits

issued nationally, overissuances accounted for about $12;
only about 12 cents of the $12 had been recovered. The
eight iocal project areas GAQO reviewed were doing little
to identify and recover the value of overissuances, and
neither the Food and Nutrition Service nor the States
had effective systems for monitoring and evaluating local
offices’ claim and collection activities.

At five of the eight projects GAO reviewed, about half
of the dollar value of claims established for food stamp
overissuances were classified as involving suspected fraud
by recipients, but very few recipients were prosecuted or
otherwise penalized. The courts are already clogged with
more serious criminal cases, and most prosecutors are
reluctant to prosecute suspected recipient fraud cases.
Also, GAO concluded that better financial incentives were
needed for State and local projects to devote mors effort
to identifying and recovering overissuances and punishing
recipient fraud.

GAO specifically recommended that, to maintain some
semblance of integrity in the food stamp program:

--The Congress should authorize the Secretary of Agri-
culture to al.ow the States to keep some portion of
the money recovered from recipients of overissued
benefits and to increase from 50 percent to 75
percent the Federal share of the administrative
costs associated wirh processing suspected fraud
cases.

--The Congress should authorize the Department of

Agriculture, in consultation with the Department
of Justice, to handle most suspected recipient
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fraud cases administratively rather than referring
them for criminal prosecution.

-=-The Department of Agriculture should take a number
of administrative steps to make sure that States
adequately identify and recover overissued food
stamp benefits and punish people who commit food
stamp fraud. (CED-77-112, July 18, 1977, and CED-
77-112A, Aug. 31, 1977.)

The Food and Agriculture Act of 1977, approved in
September 1977, authorizes the Secretary to pay the States
not less than 75 percent of the administrative costs asso-
ciated with investigating and prosecuting fraud. It also
empowers the Secretary to settle and adjust claims arising
from fraudulent and nonfraudelent overissuances to recip-
ients and authorizes the Secretary to delegate such powers
to State agencies.

Apnropriation

Department of Agriculture, Food and Nutrition Service,
Food Stamp Program.

Appropriation Committee issues

Implementation of the provisions of the 1977 act
should increase both recoveries of overissued benefits and
punishment of recipient fraud and should deter recipients’
committing fraud in the future. The increase in recoveries
and reduction in fraud should result in lower overall pro-
gram costs if the provisions are implemented and if the
Pood and Nutrition Service and the States implement effec-
tive systems for monitoring and evaluating local offices'’
claim and collection activities.
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DEPARTMENT OF AGRICULTURE

FOREST SERVICE.

Forest Service erfforts to
change timber sale method

The primary timber sale method used in the Forest Ser-
vice's western regions has been log measurement. Under this
mmethod a purchaser agrees to pay for logs on the basis of a
Porest Service or scaling bur=au estimate of the marketable
volume of wood in logs that have been cut. In recent years,
the Service has been trying to increase its western regions'
use of the tree measurement method of selling timber. Under
this method the purchaser agrees to pay a specific amount
for the timber in a sale are~ on the basis of a Forest
Service estimate of the marketable volume of wood in the
trees before they are cut down. Because of industry oppo-~
sition to this method, the Service has attempted, tlhirough
teat sales, to obtain data to compare the two methods.

In a report to Senator Pete V. Domenici, GAO pecinted
out that, because the Service had not provided special funds
and adequate guidelines and procedures for conducting test
sales, (1) there had been inconsistencies among the regions
in carrying out the test sales and (2) the relative accuracy
and cost of the two methods had not been determined. The
Service issued reviged guidelines and procedures in March
1975 but had not established a test-sale program completion
date or plans for special funding. Until the program is
completed, the Service will not be able to provide well-
documented evidence to settle the questions of effective-
ness and costs of the two methods,

GAO recommended that the Service:
--Set dates for completing test sales.

--Provide its regions with the funds needed to conduct
adequate and timely test sales.

-~Evaluate and report the results of such sales to
appropriate congressional committees.

Forest Service officials advised GAO in August 1977

that no additional funds had been allocated to its regions
for test sales. (RED-75-396, July 16, 1975.)
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Apprqgiiation

Department of Agriculture, Forest Service, forest
protection and utilization.

Appropriation Committee issues

The Service needs to give its regions funds to conduct
adequate and timely test sales to provide data sufficient
to compare the accuracy and costs of the two sales methods.
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DEPARTMENT OF AGRICULTURE

FOREST SERVICE

Need to direct cooperative forestry
programs toward increasing SOftwood
sawtimber supplies

GAO reported to the Chairman, Subcommittee on Conser-
vation and Natural Resources, House Committee on Government
Operations, that the effectiveness of the Cooperative Forest
Management and Porestry Incentives Prugrams in increasing
the supply of softwood sawtiiaber couid be increased by
modifying planning, fund allocation, and reporting proce-
dures. GAO recommended that the Forest Service and the
Agricultural: Stabilization and Conservation Service:

--Establish specific annual goals for increasing the
supply of softwood sawtimber on private, non-
industrial forest land.

--Evalute the effective~ess of the programs in accomp-
lishing their goals.

-=Report the results to the Congress.

-=Bagse fund allocations on contributions toward meeting
previously established goals and the capability to
meet current goals.

Forest Service officials told GAO they generally agreed
with the recommendations. (RED-75-258, Oct. 8, 1974.)

Porest Service officials advised GAO in August 1977
that they were drafting a report on their evaluations of
regional field data that had been collected on the pro-
grams' effectiveness. They planned to submit the final
report to the Congress by January 1978.

Appropriation

Department of Agriculture, Forest Service, forest pro-
tection and utilization.

Appropriation Committee issues

The Forest Service's evaluations of the results of meeting

specific program objectives should provide a better basis for
considering budget requests.
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DEPARTMENT OF AGRICULTURE

SOIL CONSERVATION SERVICE
AGRICULTURAL STABILIZATION
AND CONSERVATION SERVICE

To protect tomorrow's food supply,
soll conservation needs priority
attention

The Department of Agriculture administers technical and
financial assistance programs--costing several hundred
million dollars annually-~designed to help farmers control
erosion and preserve topscil. GAO reported to the Congress
that these programs had not been as effective as they cculd
have been in establishing enduring soil conservation practices
and reducing erosion to tolerable levels.

GAO recomnended that the Soil Conservation Service
realign its priorities, aggressively seek out and offer
needed assistance to farmers who have critical erosion
problems, and provide the necessary followup assistancs.
GAO recommended that the Agricultural Stabilization and
Conservation Service redirect its program to give funding
emphasis and priority to critically needed conservation
practices which farmers ordinarily would not undertake
without Federal cost-sharing assistance. GAO also recom-
mended that the Department better coordinate its agencies'
programs to provide consistent advice and assistance to
farmers on soil conservation needs and concerns.

Department officials agreed with GAO's recommendations
and said they would carry them out within the limits of
manpower, budgetary resources, and institutional arrange-
ments. Department officials zdvised GAO in June 1977 of a
number of specific actions being taken or planned to imple-
ment the recommendations. They said, however, that the
actions would have greater impact if they were buttressed
with appropriate legislative changes to update and clarify
the goals and objectives of the Agricultural Conservation
Program. GAO had recommended that the Congress clarify the
program's levislation concerning the types of conservation
practices that should be funded. (CED-77-30, Peb. 14, 1977.)

The Food and Agriculture Act of 1977 amended the Agri-
cultural Conservation Program's authorizing legislation to
place more emphasis on the funding of enduring conservation
and environmental enhancement practices.
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Appropriations

Department of Agriculture, Agricultural Stabilization
and Conservation Service, Agricultural Conservation Pro-
gram; Soil Conservation Service, Conservation Operations
Program and Great Plains Conservation Program.

Appropriation Committee issues

To assure that the intent of the 1977 change in the
f Agricultural Conservation Program's authorizing legisla-
tion is properly carried out, the Committees should
specifically limit or prohibit Federal spending for less
needed conservation practicer currently authorized.
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DEPARTMENT OF COMMERCE

ECONOMIC DEVELOPMENT ADMINISTRATION

Chanies propoged for the funding of
public works Erojects would expedite
economic development and job
opportunities

GAO reported to the Congress that between fiscal years
1966 and 1975 the Economic Development Administratior (EDA)
had appcoved grants of $1.4 billion to construct 2,800
public works and developmental projects. These projects
authorized by title I of ‘the Public Works and Economic
Development Act of 1966, were to assist chronically depressed
areas suffering from high structural unemployment, Although
construction should have started within 1 year after a pro-
ject was approved, we reported that

-~gtart of construction on S4 percent of the approved
projects had been delayed more than a year,

-=-20 projects appr.oved more than 5 years earlier were
not yet under construction, and

--millions of dollars remained obligated to delayed
projects while others had not been approved for
lack of funds.

The underlying reason for project delays was EDA's
policy of approving projects based on preliminary engineer-
ing and financial plans. The law provided for a single
grant to assist communities with project costs. To pre-
vent poor communities from incurring the high costs of
designing projects without the assurance of Federal parti-
cipation, EDA had followed a practice of approving projects
based on preliminary plans that were usually not well defined.

Problems arise before beginning construction as a
result of approving ill-defined projects. For example,
communities cannot raise the local s,hare of project costs;
project costs increase beyond available funds; or the pre-
liminary design is found to be infeasible. Tnadequate
local funds also cause design delays when grantees cannot
meet preconstruction expenses.

GAO recommended that the Congress amend title I of the

Public Works and Economic Development Act to permit EDA to
fund projects on a two-step basis as follows:
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--Preconstruction grants to-assiszt in developing final
plans and specifications and readying rcojects for
bid advertisement.

--Construction grants to assist in building projects
that are designed and meet EDA criteria.

To permit implementation of a two-step grant system,
GAO also recommended that future public works appropria-
tions be available for obligation for 2 fiscal years. This
would provide needed continuity by allowing EDA, at the
time it approves a grant for the design of a project, to
also set funds aside for its construction. EDA could then
carry these funds forward into the next fiscal year. It
would also provide the flexibility to reuse funds set
aside for the construction of projects when unreagonable
delays are experienced during design. These proposed
legislative changes are comparable to those prescribed
by Public Law 92-500 to deal with similar problems exper-
ienced under the Environmentai Protection Agency's grant
program for constructing waste treatment facilities. EDA
agreed with GAO's findings, conclusions, and recommenda-
tions. (CED-77-86, July 7, 1977.)

Appropriation

Grants for Public Works and Development Facilities,
Economic Development Administration (Department of Commerce).

Appropriation Committee issues

The appropriation of funds for public works projects
to cover 2 fiscal years would expedite economic development,
provide additional job opportunities, and permit reuse of
funds in cases where delays are experienced during project
design.
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DEPARTMENT OF COMMERCE .

MARITIME ADMINISTRATION

Maritime Administration's Federal Ship
Financing Program--Administrative
improvement needed

The Federal Ship Financing Program, which was estab-
lished pursuant to title XI of the Merchant Marine Act of
1936, provides for a full Government faith and credit gquar-
antee of debt obligations issued by citizen shipowners for
the purpose of financing or refinancing U.S.-flag vessels.
Title XI applicants pay an investigation fee for the initial
guarantee approval and an annual; guarantee fee, payable in
advance. Fees are deposited into a revolving fund which
is used to pay program costs and losses due to defaults.

In response to a request from the Chairman, Bouse
Committee on Government Operations, GAO reported that:

1. Interest income to the revolving fund had been
reduced because of late guarantee fez collections.

2. Title XI guarantee applicants had incurred excess
costs due to the Administration's long applica-
tion processing time.

3. The Administration did not have a followup system
to assure compliance with the title XI require-
ment that vessel owners and operators continue to
be U.S. citizens throughout the life of the
mortgage guarantee,

4, The Administration had been unable to exercise
the full intent of its guarantee authority be-
cause its $7 billion authorized guarantee ceiling
was less than the total demand for title XI
guarantees.

GAO recommended that the Secretary of Commrerce direct the
Administration to:

l. Assess a penalty on companies when their pajym:ntsz
are overdue.

2. Shorten its inordinately long applicaticn
process.
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3. Take appropriate actions to comply with the
citizenship verification requirements of title
AI.

GAO also recommended that the Secretary of Commerce in-
form the Congress that the authorized $7 billion ceiling was
inadequate to cover all guarantee demands and, therefore,
the Administration had placed restrictions on applications
for refinancing guarantees. PFurther, the Secretary should
recommend to the Congress a legislative ceiling for title
XI guarantees compatible with both industry and Federal
maritime policy needs. (CED-77-68, May 16, 1977.) Report
transmitted to the Secretary of Commerce on August 15, 1977.

Appropriations

No yearly appropriations. Salarins and other operat-
ing expenses paid from title XI revolving fund.

Appropriation Committee issues

1, Actions needed to shorten application processing
time and to assure compliance with title XI citizenship
requirements may include increasing staff and ADP resources.

2. Maritime may need additional funds if the $7

billion guarantee ceiling is increased and the additional
resources are authorized.
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DEPARTMENT OF COMMERCE

NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION

Duplicative responsibilities for routine
weather briefings for pilots

Both the National Weather Service and the Pederal
Aviation Administration provide preflight weather brief-
ings to general aviation pilots. Such briefings cover
weather at both departure and arrival airports, as well
as along the connecting route. Since 1975 the Federal
Aviation Administration has had responsibility for provid-
ing routine weather briefings to domestic aviation pilots
and now provides about 90 percent of such briefings. The
National Weather Service offices spend about 14 percent
of their time on pilot weather briefings and related
matters, at an annual cost of about $3.3 million,

In our report to the Secretary of Commerce, we
questioned the need for both the Federal Aviation Admini-~
stration and the National Weather Service to provide
pilots weather briefings. We noted that the Federal
Aviation Administration was autcmating its briefing net-
work and that its officials had informed us that, when
their automated system was completed, they could absorb
most of the National Weather Serxvice's pilot briefing
workload without additional staff. We recommended that
the Secretary of Commerce reevaluate, in cooperation and
congsultation with the Pederal Aviation Administration,
the need for maintaining duplicative weather briefing
services for general aviation pilots and give considera-
tion to reducing the Service's role in such briefings.

In an August 1, 1977, letter, the Secretary agreed
that the Weather Service's role in providing pilots weather
briefings should be reevaluated. He also said that the
Department planned to thoroughly review its weather
programs over the next year and would take our comments
into account. (CED-77-41, Mar. 9, 1977.)

Appropriations

Department of Commerce, Science and Technology,
National Oceanic and Atmospheric Administration, Operations
Research and Facilities.
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Appropriation Committee issues

The Weather Service's resources cculd be redirected
to more productive functions, such as radio and community
preparedness programs, 1if duplicative pilot weather
briefings were discontinued.
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DEPARTMENT OF COMMERCE

NATIONAL CCEANIC AND ATMOSPHERIC ADMINISTRATION

Questionable need for local weather
forecasts in certain areas

Of the 209 local National Weather Service offices, 170
prepare and issue local weather forecasts for their immed-
iate areas. These forecasts are adaptations of zone
weather forecasts which are prepared by National Weather
Service forecast offices, essentially one per State. By
definition, a zone is an area with sufficient meteoro-
logical similarity so that one forecast for that area
can be used as the local forecast for any community within
the zone.

In our report to the Secretary of Commerce, we pointed
out that, except in the Western Regiocn of the country, the
routine refinement of zone forecasts into local forecasts
seldom differed significantly from the related zone fore-
casts. We recommended that the Secretary reevaluate the
need for Weather Service offices to routinely provide
local forecasts in the Eastern, Central, and Southern
Regions and that he discontinue this practice where no
clearly useful purpose is served by such forecasts. If
this practice were discontinued, about $2 million in
staff resources could be redirected to more productive
functions.

In an August 1, 1977, letter, the Secretary advised
us that it was general Department policy to encourage
Weather Service offices to accept the zone forecasts
prepared by the Weather Service forecast offices unless
there was a real need for changes to be made. The
Secretary also said that, as part of the Department‘s
planned review of its weather programs over the next year,
attention will be focused on the issues identified by
GAO. (CED~-77-41, Mar. 9, 1977.)

Appropriations

F-vartment of Commerce, Science and Technology, National
Oceani. ' ad Atmospheric Administration, Operations Research
and Faci.ltles.
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Appropriation Committee issues

The Weather Service resourccs could be redirected
to more productive functions, such as radio and community

preparedness programs, if the preparation of unnecessary
local forecasts were discontinued.
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DEPARTMENT OF HEALTH, EDJCATION, AND WELFARE

AGENCYWIDE

Fundamental improvements needed for
timely promulgation of health
program requlations

GAO found that some Department of Health, Fducation,
ard Welfare (HEW) programs operate for years without
required regulations. Although the results cannot be
precisely documented, tardiness in publishing regulations
negatively affects prcgrams administered by the Department.

GAO also found that HEW's policies and procedures do
not require compliance with the Office of Management and
Budget (OMB) Circular No. A-85, which prescribes a process
for promoting early consultation on regulations between
Pederal agencies ancd departments and State and local
governments through the Advisory Commission on Intergovern-
mental Relations (ACIR). Although procedures for imple~
menting the process are set forth in the HEW General
Administration manual, HEW officials responsible for the
regulations either were not aware of the OMB circular or
did not adhere to HEW's procedures for referral to the
ACIR.

To expedite the publication of health regulations, and
to increase State and local government invelvement and
participation in the development of regulations, GAO made
variocus recommendations to HEW, OMB, and the Congress.
(HRD-77-23, Feb. 4, 1977.)

In May 1977, HEW reported that it was developing re-
vised internal procedures and was using the GAO report as
a guide in making the revisions. 1In the Washington Post
of September 13, 1977, the Secretary of HEW announced a
new program to streamline the agency's health program
regulations,

Appropriations

HEW (agencywide).

Appropriation Committee issues

1. The Secretary of HEW should (a) take effective
measures to avoid delays in promulgating regulations and
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(b) clarify the Department's policy and procedures for
forwarding regulations to ACIK, obtaining comments from
State and local government associations, and resolving dif-
fere:.ces of opinion.

2. The Director, OMB, should reform and strengthen
the ACIR process to provide for State and local advice
and comment on proposed Federal rules, regulations,
standards, procedures, and guidelines.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

FOOD AND DRUG ADMINISTRATION

Food and Drug Administration's
Erogram for regulating imported
products needs improving

The Food and Drug Administration (FDA), with the
assistance of the U.S. Customs Service, is responsible
for making sure that about $24 billion worth of foods,
drugs, biological products, medical devices, radiation-
emitting electronic products, and cosuetics imported each
year are in compliance with Federal laws and requlations
before being sold in the United States.

GAO reported that the lack of adequate information on
products entering the United States limits the effective-
ness of FDA's efforts to regulate those products and that
without such data the agency cannot (1) determine how
effective its import surveillance is, (2) assess the
extent to which violative imports are entering, and (3)
assure that all imported products are inspected periodi-
cally. GAO also reported that importers have marketed
violative products in the United States.

HEW st+=»“:a that FDA has proposed in its fiscal year
1979 nlan to develop an information system on imported
products which will include most of the specifications
GAO recommended. HEW questioned, however, vhether some
of GAO's recommendations provided the most appropriate
solutions to the problems. (HRD-77-72, July 5, 1977.)

Appropriations

Agriculture, FDA, Environmental and Consumer Protec-
tion.

-

Appropriation Committee issues

PDA needs to establish a system to provide compre-
hensive information on specific imported products. The
system should set up a way to guarantee that all imported
products are periodically inspected and that varicus
imported products are assessed for gquality. FDA also
needs to develop uniform criteria for district offices to
follow in recommending the penalty that should be imposed
when importers violate U.S. Customs redelivery bonds.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

FOOD AND DRUG ADMINISTRATION

Need to establish safety and
effectiveness of antibiotics used

in animal feeds

The Food and Drug Administration is responsible for
regulating antibiotics used in animal feeds to promote
growth and prevent or control disease. FDA regulations
require that the agency withdraw its approval to market
an animal drug if experience or new scientific data shows
that the drug is unsafe or has not been proven effective
under its approved conditions of use.

GAO reported that FDA has permitted the continued use
of low levels of several antibiotics, including penicillin
and tetracyclines, in animal feeds even though the safety
and effectiveness of such use has not been established.
HEW agreed with our recommendation that FDA promptly
determine the safety and effectiveness of antibiotics used
in animal feeds and withdraw approval of any antibiotic
not shown to be safe and effective and said that the FDA
Commissioner had announced the agency's decision to
regtrict the use of penicillin, tetracyclines, and su.fa-
quinoxaline in animal feeds.

In addition, FDA has made questionable use of its
National Advisory Food and Drug Committee to help review
the benefits and risks of using antibiotics in animal
feeds. FDA sought the advice of this broad policy advisory
committee on the use of antibiotics in animal feeds although
the issue, in GAO's opinion, concerned regulation, not
policy. Committee members did not have sufficient exper-
tise tc review the complex regulatery issue, and one com-
mittee » mber voted on the continued use of antibiotics in
animal t2ods although he had a definite interest in such
use.

HEW advised GAO that the actions of the committee
member did not constitute a conflict of interest and that
FDA believed the committee was used properly because it
was addressing a broad policy issue--one not involving a
particular matter as defined in conflict-of-interest
requlations. GAO, however, believes that the appropriate~
ness of subjects reviewed by FDA advisory committees is
determined not by HEW's conflict-of-interest regulations
but by its regulations concerning the use of advisory
committees., (HRD-77-8l, June 27, 1977.)
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Appropriations

Agriculture, FDA, Environmental and Consumer
Protection.

Appropriation Committee issues

FDA needs to promptly determine the safety and effec-
tiveness of antibiotics used in animal feed and withdraw
approval of any antibiotic not shown to be safe and
effective as approved. FDA also needs to guarantee that
policy advisory committees are used to review only broad
policy matters in accordance with agency regulations.
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DEPARTMENT OF HEALTH, EDUCATIUN, AND WELFARE

FOOD AND DRUG ADMINISTRATION

Radiation exposure
from diagnostic X-rays
could be reduced

The Food and Drug Administration is responsible for
administering the Radiation Control for Healch and fafety
Act of 1968 which provides for a program to protect the
public health and safety from electronic product radiation.
FDA has issued performance regulations for diagnostic
X-ray equipment, implemented a program to insure compliance
with those regulations, and developed and conducted
educational programs to improve operator techniques in the
use of X-ray equipment.

GAO reported that the agency's program could be
strengthened by establishment of a uniform nationwide
operator credentialing program, full implementation of
compliance programs designed to insure the safety of
diagnostic X-ray equipment, and issuance of guidance on
who should be given diagnostic X-rays and when such X-rays
are justified.

FDA officials told us that their responsibilities
for regulating radiologic health have increased in recent
years but resources necessary to effectively carry out
these responsibilities have not. (HRD-77-22, Nov. 24,
1976.)

Appropriations

Agriculture, FDA, Environmental and Consumer
Protection.

-

Appropriation Committee issues

FDA needs to consider allocating additional resources
to expedite the review of manufacturers' diagnostic X-ray
equipment reports and the inspection of manufacturers and
to develop and publish additional policy statements
regarding diagnostic X-ray examinations. HEW needs to
work more vigorously to help cevelop and implement an
operator credentialing program.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

FOOD _AND DRUG ADMINISTRATION

Stronger measures needed to ensure
that medical diathermy devices
are safe and effective

The Food and Drug Administrarion is responsible for
regulating medical diathermy devices which are used for
treating many types of muscle and tendon pain.

Although the agency is responsible for ensuring that
all medica) diathermy devices marketed in interstate
commerce are safe and effective for their intended use and
are properly labeled, it Ias not implemented an effective
regulatory program to carry out this responsibility. FDA
has not established safety and performance standards for
diathermy devices or carried out an adequate surveillan.z
and enforcement program to ensure that these devices com-
ply with Federal requirements.

The Department of Health, Sducation, and Welfare
advised us that the Federal Food, Drug, and Cosmetic Act,
as amended by the Medical Device Amendments of 1976
(Public Law 94-29S) provides FDA with the needed authority
to assure that the public is protected from unsafe and
ineffective medical devices. According to HEW, the
implementation of the amendments will provide appropriate
regulations for medical diathermy devices. GAQ believes,
however, that the additional authority will not measurably
improve regulation of diathermy devices unless FDA develops
an effective requlatory program for these devizes. (HRD-
76-153, Sept. 2, 1976.)

Appropriations

-

Agriculture, FDA, Environmental and Consumer
Protection.

Appropriation Committee issues

FDA needs to establish an effective prsgram to ->nsure
that medical diathermy devices meet its requirements.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
HEALTH CARE FINANCING ADMINISTRATION .

Invegstigation of Medicare and Medicaid
fraud and abhuse needs improvement

A% the request of the Chairman, Subcommittee on Health,
Senate Finance Committee, we examined into actions by HEW,
its contractors, and two States to investigate suspected
fraud or abuse in the Medicare and Medicaid prcgrams.

Under Medicaid, we reported that limited reviews of
Medicaid investigations in two States zhowed a wide
variance in the emphasis on investigations.

We also reported that Medicare anl Medicaid fraud and
abuse investigations were not well coordinated. Medicare
and the two States visited coordinated to some extent.
However, Medicare and Medicaid officials generally did not.
GAO recommended that HEW:

-=Strengthen the monitoring of investigations so
that complaints are not closed prematurely be-
cause of inadequate investigations.

--Egtablish statistical sampling prucedures that
will better detect fraudulent billing practices.

--Reduce the paperwork connected with investigating
complaints by referring complaints directly to
contractors rather than to the regional office.

-=-Discuss with the Department of Justice ways of
obtaining more timely decisions on whether
referred cases will be prosecuted and of
assuring that criminal law related to Medicare
is uniformly applied.

--Develop investigative priorities.

~-Acquire personnel with the skills needed to
investigate complex types of fraud and abuse.

-=-Delineate the responsibilities of the HEW

organizations involved in Medicare-Medicaid
investigations.
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--Establish procedures for coordinating such work
within HEW and between HEW and the States.

-=Work with Missouri Medicaid officials to establish
a more active program for investigating Medicaid
fraud and abuse.

-=-Emphasize to top-level California Medicaid
officials the importance of criminal prosecution
as a deterrent to Medicaid fraud.

(HRD-77-19, May 23, 1977.)
Appropriations

HEW: Secretary, Salaries and Expense; Health Care
Financing Administration, Public Assistance, Salaries
and Bxpense; and Social Security Administration, Federal
Hospital Insurance Fund (Medicare) and Salaries and Expenses.

Appropriation Committee issues

In approving budget requests for Medicare, Medicaid,
and related administrative expense, the Committees should
assure that progress is being made in fraud and abuse
investigations.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

HEALTH CARE FINANCING ADMINISTRATION

Problems in carrying out Medicaid
recovery programs from third parties

GAO reported to the Secretary of Health, Education,
and Welfare that States use a variety of procedures and
approaches to identify, recover, and account for funds
collected from liable third parties, such as insurance
carriers that cover Medicaid recipients. Six States
GAO reviewed used different methods of accounting for
and reporting collections, and only one State had an
internal system designed to identify and account for
Medicaid cost avoided by requiring providers to bill liable
third parties. In June 1976 HEW published guidelines that
included a suggested format for reporting collections
which would identify collections by providers and by the
State Medicaid agency. However, this was only a suggested
reporting format and most States have not adopted it.

HEW has estimated that $1 billion per year could be
saved by 1980 if States have an effective third-party
recovery program. However, GAO believes that much of the
data reported by States is meaningless and that HEW should
require States to establish and follow a reporting system
which would provide HEW and the States with uniform
quantitative information. This data could be used to
compare and evaluate the relative effectiveness cf the
various State third-party recovery programs. GAO
recommended that HEW work with the States to develop such
a reporting system. (HRD=77-73, May 2, 1977.)

Appropriations

HEW: Health Care Financing Administration (formerly
Social and Rehabilitation Sarvice); and Public Assistance~-
Medical Assistance.

Appropriation Committee issues

For the Committees to assess the impact on Medicaid
appropriations of HEW's initiatives in the area of third-
party recovery programs, we believe it would be helpful
for them to have information on actual recoveries and cost
avoidances. This information will not be available unless
IEW requires States to establish and use a uniform re-
porting system.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

HEALTH SERVICES ADMINISTRATION

Improvements needed in recording
and reporting appropriation data

at fiscal yearend

GAO reported to the Congress that, to force its own
and Treasury's accounts into agreement as of June 30,
1974, the Health Services Administration made unsupported
adjustments to the unexpended balances (i.e., the undis-
borsed portion) totaling $16 million, of which $2 million
involved illegal fund transfers between appropriations,

Also, as of June 30, 1975, unexpended balances on Treasury ,

and Health Services books differed by $190 million and
Treasury records showed that the fiscal year 1973 Health
Services Delivery appropriation was overexpended by $i7
million. The overexpenditure was eliminated by Health
Services transferring funds from other accounts. However,
$18 million of the amount transferred could not be
adequately supported, which raised the possibility that
the Anti-Deficiency Act was violated.

HEW has recognized the seriousness of the accounti--g
systems' weaknesses and advised the Office of Manacemz-
and Budget that the systems could allow fraud and misuse
of Federal funds. Also, HEW agreed with GAO’s recommenda-
tions that Health Services would improve its accounting
and reporting of appropriation data and that a decvermina-
tion would be made as to whether the Anti-Deficiency Act
(31 U.S.C. 665) had been violated. (FPGMSD-76-63, Feb.

11, 1977.)

Appropriations

HEW (agencywide).
Appropriation Committee issues

The Committees should determine the progress made in
improving the Health Services Administration's accounting
systems and the status of the investigation of the poten-
tial Anti-Deficiency Act violation.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

NATIONAL INSTITUTE ON ALCOHOL
ABUSE AND ALCOHOLISM

Progress and problems in
treating alcohol abusers

By the most recent estimates, alcohol abuse in the
United States costs society about $32 billion annually.
Over the past years, the National Institute on Alcchol
Abuse and Alcoholism (NIAAA) has spent about $710 million
for alcoholism programs.

The legislation which established NIAAA required that
it develop and conduct comprehensive health, education, :
training, research, and planning programs for the preven-
tion and treatment of alcohol abuse and alcoholism and
for the rehabilitation of alcohol abusers and alcoholics.
The Congress intended that NIAAA be the national focal
point for coordinating FPederal efforts to deal with the
alcohol abuse problem.

GAO reported to the Congresg that increased Federal
leadership and improved Federal and State programs are
essential if a cohesive, coordinated national program is
to be fully developed. In addition GAO reported that
planning for treatment programs needs improvement; more
coordination is needed to produce a concerted national
attack against alcohol abusze; increased use must He made
of standards to assess program performance; more persons
making contac¢t with treatment projects must be admitted
to treatment or action must be taken to see they are
referrud elsewhere; and continued NIAAA financial support
for many projects is required because revenues from third-
party sources have not materialized.

GAO made recommendations to HEW regarding improve-
ments in:

--NIAAA's and the States' program planning and
evaluation processes and funds allocation
procedures;

--Coordination among Federal agencies;

-=-NIAAA's monitoring and evaluation system;
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-=Client intake and referral procedures at NIAAA
treatment projects; and

--Efforts to increase reimbursements that alcohel
abuse treatment projects get from public and
private health insurers.

GAO recommended that the Congress consider giving
NIAAA sufficient authority to

-=ggtablish mechanisms for coordination among Federal
agencies and

--monitor agencies' alcoholism programs,

GAO also recommended that the Congress (1) clarify
the purpose of the Supplemental Security Income (SSI)
program with regard to whether or not alcoholics are
required to undergo treatment as a condition for SSI
benefits, (2) explora legislation requiring fuller
coverage of alcohol treatment services delivered by
programs mesting Joint Commission on Accreditation of
Hospitals standards for alcoholism programs and certi-
fied counselors under Medicare and Medicaid, and (3)
explore the need for legislation which would provide
Pederal funding for non-revenue-producing services.
(HRD~-76-163, Apr. 28, 1977.)

Appropriations

HEW: Alcohol, Drug Abuse, and Mental Health
Administration.

Appropriation Committee issues

In approving budget requests for NIAAA, the Committees
should consider efforts being made to correct deficiencies
noted in this program, especially in the planning, coordi-
nation, and evaluation areas.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF EDUCATION

Asgessment of the
impact aid program

One purpose of the School Assistance in Federally
Affected Areas program--impact aid--is to reduce fiscal
inequalities causci by tax-exempt Federal lands and the
local burden of providing free education to children whose
parents are connected to the Federal Government. GAO
reported over and under claims by local education agencies
and identified several areas in which the Office of
aducation (OE) regulations and instructions for determining
eligibility need to be clarified to more equitably
accomplish this goal. HEW generally agreed with the con-
clusions and recommendations and planned responsive
action.

GAO developed information on the economic impact of
federally connected children by estimating the size of
local tax increases which would be necessitated by with-
drawal of impact aid funds. The results-~-based on 1973
data for 1,671 local agencies—-showed, at the lower end,

48 percent of the districts would need less than a 5-percert
tax increase and, at the upper extreme, 15 percent would
require increases of 25 percent or more. GAO also analyzed
the effects of several alternative eligibility and payment
provisions for the program=--again using 1973 data--and

found that total impact aid entitlements could have been
reduced between $68 millicn and $351 million. (HRD-76-116,
Oct. 15, 1976.)

Appropriations

HEW: Education Division, Office of Education, School
Assistance in Fedqrally Affected Areas.

Appropriation Committee issues

The Congress should consider GAO's analysis of the
potential economic impact of withdrawing funds and of
the effects of alternative payment and eligibility pro-
visiorns in making future decisions on program funding.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF EDUCATION

Collection efforts not keeping pace with

growing number of defaulted student loans

GAO reported to the Secretary of Health, Education,
and Welfare that by the end of fiscal year 1977, :he
Office of Education will have paid about $436 million to
lending institutions under the Federal component of the
guaranteed student loan program because of defaults on
student loans. Through that date, collections from
students will total only about $33.8 million. The dif-
ference of over $400 million represents potential losses
to the Government. Collectors cannot handle their present
workloads, and the trend is toward even larger, less
manageable workloads. Prompt actions are especially
important for older cases on which collection through suit
may soon be impractical because of the 6-year statute of
limitations.

GAO recommended changes in policy and emphasis to
improve collections through both voluntary payments and
legal actions and to reduce collectors' workloads by
providing for the systematic termination of collection
action on cases with little or no collection potential.
These recommendations included:

1. 1Increased regional participation in a program
for direct referral of the defaulted loans to
U.S. Attorneys.

2. More effective use of compromise settlements.

3. Improved techniques for collecting from former
and current Federal employees.

4. Establishment of a system for monitoring regional
office collection activity.

HEW generally agreed with our recommendations and
commented that its collection resources have been woefully
“nadequate. HEW said, however, that computerization and
anticipated collection assistance from a private business
concern will gradually eliminate the backlog of uncollected
defaults. CAO expressed concern that, although the
contractor will undoubtedly lend additional resources to
the collection effort, OE must still monitor contractor
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performance and must process cases to final conclusions
rather than returning them to inventory. (CD=-77-1,
Aug, 11, 1977.) ,

Appropriations

Student Loan Insurance Fund-.

Appropriation Committee issues

Increased collections from an effective and efficient
debt collection program will supplement the Student Loan
Insurance Fund and reduce futura Fund requirements.
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DEPARTMENT OF HMEALTH, EDUTATION, AND WELFARE

QFFICE o< EDUCATION

Indian education in public schools
needs congressional direction

The Indian Education Act of 1972 is intended to meet
the special education needs of Indian children in the
United States. GAO reported that legislative and regula-
tory definitions of eligibility criteria are too general
and that "special educaticnal needs" are not adequately
defined. Local agencies were using different eligibility
criteria and their needs ansessments were inadequate.

GAO alsc reported that funds are provided to local agencies
based on the number of Indian children enrolled and that
funds could be better distributed if the awards were based
on the number of children with special needs.

GAC recommended that the Congress more clearly define
eligibility criteria and what constitutes "special
educational needs” and that it require funds to be awarded
on the basis of the number of children with special.
educational needs, not enrollment. In addition, GAO
recommended that the Secretary of HEW direct the Office
of Education to establish guidelines for local agencies
to use in determining and documenting the number of Indian
children eligible for services and in providing morc spe-~
cific guidelines on needs assessment.

GAO reported that the program's success could not be
determined because progrem goals and objectives had not
been defined. GAO also pcinted out weaknesses and made
recommendations in other areas, such as crantee evalua-
tions, parent involvement in projects and certain aspects
to the 0ffice of Education's program administration and
monitoring. ‘

HEW generally agreed with conclusions and recommenda-

tions in the report. HEW's actions should solve many of
the problems discussed. (HRD-76-172, Mar. 14, 1977.)

Appropriations

Department of the Intericr and HEW: Office of Educa-~
tion, Indian Education.
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Appropriation Committee issues

If the Congress adopts GAO’s recommendations to
define eligibility criteria and special educational needs
and to require thatv funding be based on the number of
children with special educational needs, the number of
eligible children and the distribution of funds would
change for a more e¢ffective program.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OPFICE OF EDUCATION

Office of Education's Basic
Grants Program can be improved

The Basic Educational Opportunity Grant Program has
provided financial aid to needy students from low and
middle income families. In many cases, the program has
not met its legislative goal of being the foundation of
financial aid for needy students and the Office of Educa-
tion needs to improve program operations.

We found that the Office of Education has not estab-
lished adequate program controls to assure the accuracy
of applicant-~ and parent-supplied eligibility information.
As a result, as much as $24.3 million may have been awarded
to ineligible students and as much as $117.9 million could
have been awarded without resolving conflicting information
in student aid files. Because of problems in the program's
information proceesing system, the Office could not pro-
vide needed technical assistance to participating institu-
tions.

We made several recommendations to the Secretary of
HEW to improve the program's operations (1) by providing
a greater awareness of the program’s unique features to
students, (2) by providing improved technical assistance
to schools and making more reviews, (3) by increasing and
strengthening actions to verify applicant information and
(4) by making greater use of available program information.

HEW agreed that improvements were needed but believed
that many significant improvements had been made in areas
covered in the report. (HRD-77-91, Sept. 21, 1977.)

Appropriations

HEW: Education Division, Office of Education, Higher
Education.

Appropriation Comittee issues

Because of weaknesses in program controls, students
may be receiving millions of dcllars in overawards.



DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFPICE OF EDUCATION

Problems and needed improvements
in evaluating education programs

The Congress and Federal agencies are showing increased
interest in education program evaluation as a tool in
making policy and program decisions. .2 cost of these
evaluations is substantial and is increasing. In 1976
the Office of Education spent about $10.5 million to
evaluate selected programs. About $42 million was spent
at State and local education agency levels in 1974 for
selaected elementary and secondary education program evalua-
tions. GAO reported on several problems in the ~onduct
and use of evaluations, including inadequacies of standard-
ized testing, lack of timeliness in reports to the Congress,
and difficulties in aggregating comparable data from local
and State evaluations. GAO also noted questions as to the
usefulness of evaluation data to Federal, State, and local
educators and decisionmakers. HEW gensrally concurred in
these findings.

Evaluators agree that useful findings cannot be
reached about a program's effectiveness unless program
objectives are defined and measurable. GAO reported, how-
ever, that education program objectives have not been
adequately defined. GAO noted that the General Education
Provisions Act requires HEW to set forth in an annual
evaluation report specific objectives, in quallitative
and quantifiable terms, for all programs evaluated. HEVW
said that its authority and ability to comply with this
measurement is limited. GAO recommended that congressional
and agency officials discuss and reach agrveenent on
objectives to be used in evaluations and on acceptable
evaluation data and measures for each program to be
evaluated. (HRD-76~165, Sept. 8, 1977.)

Appropriations

HEW: Education Division,

Appropriation Committee issues

Education program evaluations for which sube‘tantial
funds are now spent by Pederal, State, and local agencies,
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cannot fully accomplish their intended purposes. One major
chstacle is the lack of specific, measurable program
objectives. HEW believes its authority and ability to

define such cobjectives is limited.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-

OFFICE OF EDUCATION

Training educators for the handicapped:
A need for Fedaral program redirection

GAQO reported to the Congress that HEW needs to improve
its programs for helping to prepare teachers for the handi-
capped. The majority of the handicapped spend most of
their school day in regular classrooms, yet regular class-
room teachers have not received training in the skills
needed to effectively teach handicapped students.

Although educators view the need for training regular
classroom teachers as essential to the effective education
of the handicapped, HEW has directed relatively little
effort toward this purpose. HEW's programs for preparation
of teachers for the handicapped have been directed mainly
toward stimulating growth in the capacity of colleges to
prepare specialists for educating the handicapped and for
financial support of college students entering the fleld
of special education. However, the capacity of colleges
to prepare such specialists has increased substantially
and is at present adequate to fulfill the demand for them.

GAO recommended that the Secretary of HEW direct
the Office of Education to place major emphasis on programs
for training the Nation's regular classroom teachers to
effectively deal with the handicapped, in cooperation with
State and local education agencies and institutions of
higher education.

HEW generally agreed with GAO's recommendation, but
the amount of proqram funds OE plans to devote to training
reqular classroom educators to deal with the handicapped
shows little change. (HRD-76-~77, Sept. 28, 1976.)

Appropriations

HEW: Education Division, Office of Education,
Education for the Handicapped.

Appropriation Committee issues

To improve the impact of HEW's teacher-preparation
programs, the Committees should redirect amounts of funds
from producing new svecial education teachers to training
regular classroom teachers.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF HUMAN DEVELOPMENT SERVICES

Improvements needed in controls
over vocational rehabilitation
training services

Federal and State expenditures for services, such as
training and physical and mental rehabilitation for the
handicapped, amounted to $468 million of the $869 million
spent on the vocational rehabilitation program for fiscal
year 1975.

GAO reported to the Congress that many beneficial
training services to help the handicapped obtain employ-
ment have been provided by the vocational rehabilitation
program; however, a lack of control over the expenditure
of funds has resulted in questionable program expenditures
and instances where clients dc not fully berefit from the
training.

HEW generally agreed with GAO's recommendations and
had taken or planned to take steps to implement them.
(HRD~-76-167, May 5, 1977.)

Appropriations

HEW: Administration for Handicapped Individuals,
vocational rehabilitation.

Appropriation Committee issues

In approving budget requests for the vocational
renabilitation program, the Committees should obtain
assurance that improvements are being made at the Federal
and State levels in the fiacal and operational management
of training services.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF HUMAN DEVELOPMENT SERVICES

Improvements needed in rehabilitating
social security disability insurance
beneficiaries

The Beneficiary Rehabilitation Program’s primary
purpose is to return the maximum number of disabled benefi-
ciaries to work so that savings in avoided benefit payments
and the added social security contributions from their
earnings would equal or exceed the amounts paid for the
rehabilitation services.

GAO reported to the Congress thai the program has been
marginally successful and that claims of savings were
overstated. GAO also said that State vocational rehabili-
tation agencies were having problems complying with the
program’s guidelines and that HEW's implementation and
evaluation had been inadequate.

HEW generally agreed with GAO's recommendations and
had taken or planned to cake actions to implement then.
(MWD~76-66, May 13, 1976.)

Appropriation

The Social Security Disability Insurance program does
not receive an appropriation.

Appropriation Committee issues

To support HEW's efforts to return the maximum number
of disabled beneficiaries to gainful employment, the
Congress should change the present fixed-percentage method
of financing to a method which relates findings to the
demonstrated program success in providing savings to the
trust funds.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF HUMAN DEVELOPMENT SERVICES

Problems in administering cooperative
aqreements between the Indiana State
rehabilitation agency and 33 school
corporations

GAO reported to the Secretary of HEW that the coopera-
tive agreements involving third-party funds between the
Indiana rehabilitation agency and two school corporations
investigated were not being administered according to
Pederal regulations and Rehabilitation Services Admini-
stration guidelines. GAO concluded that the cooperative
agreements with the remaining 31 school corporations also
may not be administered according to the regulations and
guidelines. As a result, GAO questioned the validity of
$478,000 of Pederal program expenditures made during fiscal
year 1976 and Federal expenditures made during fiscal
vears 1974 and 1975 under similar agreements.

GAO discussed its findings with responsible HEW and
Indiana State officials. These officials generally agreed
with the findings, (HRD-77-20, Nov. 26, 1976.)

Appropriations

HEW: Administration for Handicapped Individuals,
Vocational Rehabilitation.

Appropriation Committec issues

In approving budget requests for the vocational
rehabilitation program, the committees should ensure that
(1) any cooperative agreements involving third-party
funds to be entered into in the future are in compliance
with Federal requlations and appropriate guidelines and
(2) Federal expenditures made in the past through improper
cooperative agreements be recovered.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SOCTIAL SECURITY ADMINISTRATION

Need for fiscal incentives for States
to reduce payment errors in Aid to
Families with Dependent Children program

GAO reported to the Congress that HEW's attempt to
acdministratively impose fiscal sanctions on the States to
reduce erroneous payments to ineligible recipients of the
Aid to Families with Dependent Children (AFDC) program and
overpayments tn eligible recipients above limits established
by the Secretary was revoked in March 1977 as a result of
adverse court decisions as to the tolerance levels estab-
lished. Although error rates have been reduced since HEW
modified the quality control program in 1973, nearly $500
million in Federal funds is being misspent in the AFDC
program every year. Some financial incentive is probably

needed to assure that States continue to take appropriate
action.

Because HEW encountered legal problems in attempting
to adninistratively implement financial incentives, GAO
believes there is a need for the Congress to determine,
with HEW assistance, the control that would best provide
the desirable financial incentive to States for reducing
errors in the AFDC program and to enact appropriate
legislation. (HRD-76-164, Aug. 1, 1977.)

Appropriations

HEW: Public Assistance--Maintenance Assistance (State
aid).

Appropriation Committee issues

The Social Security Act should be amended to prrovide
a legislative basis for taking fiscal disa)lowances for
erroneous payments to reduce the cost of the AFDC program,
using a payment error rate as the measure of State accomp-
lishments on which to base any disallowance. In providing
assistance tc the Congress in establishing an appropriate
error tolerance level, the Department should gather evi-
dence which provides a reasonable basis for the States'
ability to control errors.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SCCIAL SECURITY ADMINISTRATION

Need to define allowable costs

and seek pa t from specific
sources for foster care in

Aid to Families with Dependent Children program

GAD reported to the Congress that HEW had not (1)
changed existing regulations to clearly define the services
to be provided by child care institutions that will be
funded by the AFDC foster care program and which costs are
reimbursable in States' determining the rates paid to such
institutions for the care provided or (2) required the
States to charge the costs of services to the most specific
program, such as charging medical costs to Medicaid. The
range and level of services provided apparently has ex-
panded beyond its originally contemplated scope. Because
these actions were not taken, adequate control or account-~
ability for services purchased from foster care institutions
was not provided and services provided sometimes overlap
or parallel services provided by other Federal, State, or
local programs. (HRD-77-40, Feb. 22, 1977.)

Appropriations

- HEW: Public Assistance--Maintenance Assistance (State
aid).

AppropirLiation Committee issues

The Department must (1) specify the circumstances
under which foster care may be provided and the scope of
services to be included in the AFDC foster care program
and (2) develop specific guidelines for the States to
use in setting rates and for judging the reasonableness
of foster care costs.
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DEPARTMENT OF HEALTH, EDUCATION, ARD WELFARE

SOCIAL SECURITY ADMINISTRATION

Need to improve administration
of the Aid to Families with

Dependent Children quality

control program

GAO reported to the Congress that HEW had not (1)
used valid statistical projections to estimate welfare
savings in the Aid to Pamilies with Dependent Children
program resulting from States' reduction of errors under
the quality cortrol program, (2) correctly treated error
reductions with little welfare savings, (3) considered
the administrative costs associated with implementing
corrective actions, or (4) followed up to make sure States
conducted required cost effectiveness studies before
starting corrective actions. Accordingly, savings reported
from operation of the quality control program were over-
stated and detracted from the credibility of bona fide
program accomplishments.

HEW agreed with GAO's recommendation tor revising
the basis for determining program accomplishments but
planned to test only national error rates for statistical
significance. Since quality control case samples are
taken separately from each State, tests of significance
should be performed for each State.

HEW said it had a study underway to examine the cost
effectiveness of corrective actions but, until it is
completed, plans to use the ~urrent method of calculating
gsavings which does not consider the impact of error
reductions (and attendant administrative costs to achieve
these reductions) that do not directly result in savings,
GAO believed such reported savings should be gqualified
to show that they do not necessarily represent that level
of reduction in welfare costs.

Also, HEW contended thav the sharp decline in error
rates and erroneous payments indicates that corrective
actions have been cost effective. The quality control
program has had positive accomplishments, including
States' directing jreater attention to reducing the inci-
dence of errors. Substantial data was being developed
reqarding the nature and extent of errors. GnO believed
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the issues presented in the report raise serious questions

about the relationship of error reduction and reduced
program costs; examples were provided in the report of
corrective action substantially affecting error reduction
that had little direct impact on reduced cost. Efforts to
determine the results of specific corrective actions should
be made to identify those which can be most effective

in reducing program costs and the extent “hat true savings
can be achieved.

HEW said it was constantly striving to assist the
States with identifying cost-effective corrective actions,
including issuing publications to States describing
proven cost-effective techniques for reducing errors and
encouraging States to adapt these techniques to their own
error problems. In many cases these publications discuss
management techniques recently adopted, usually by one
State, and do not provide evidence of cost effectiveness,
Since each State independently operates its own welfare
program, differing aspects of operation may result in no
ready adaptability of another State's techniques. (HRD-76-~
164, Aug. 1, 1977.)

Appropriations

HEW: Public Assistance~--Maintenance Assistance
(State aid).

Appropriation Committee issues

1. HEW must make needed improvements in the guallty
control program to reduce the cost of welfare by timely
reducing payment errors in the AFDC program through the
adoption by the States of cost-effective error reduction
techniques and then properly report the results.

2. Policy guidance is needed to avoid continued
adverse effects on the Federal share of welfare costs
of HEW not concentrating on identifying corrective actions
that have proven effective in some States and providing
agsistance in implementing such actiong in other States
not as successful in reducing errors, particularly States
with larger welfare caseloads which have generally had
the greatest incidence of error.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

© _OCIAL SECURITY ADMINISTRATION

Problems and progress in holding
timelier hearings for
disapbility claimants

Individuals whose claims for social security disability
benefits are denied often wait many months before being pro-
vided a hearing before an administrative law judge on their
appealed claims. The major obstacle to more timely hearings
is the backlog of requests, which numbered abcut 89,769 as
of June 1976. Because of this backlog, lLiearing requests
cannot be acted on for several months. Other factors may
encourage unnecessary ..ppeals, adding to this backlog,
Staffing problems have also contributed to hearing delays,
as har the inefficient use of hearing personnel. GAO
made .. series of recommendations aimed at making the hearing
process work more efficiently and limiting the number of
claims appealed.

GAO recommended that the Secretary of HEW assure that
the same disability criteria are applied by State agencies
and judges and establish stricter criteria for Social
fecurity district offices to follow in informally remand-
ing cases to State agencies. (HRD-7{-173, Oct. 1, 1976.)

Appropriations

HEW: Scv ial Security Administration: Bureau of Hear-
ings and Appeals, Salarv and Expenses; and Bureau of Dis-
akiility Insurance, Salary and Expenses.

Appropriation Committee issues

In approving budget requests for salaries and expenses
o€ the S_cial Security Administration's Bureau of Hearings
and Appeals, and Bureau of Disability Insurance, the Com-
mittees should assure that progress is being made in
llmicing the number of appeals by having the same disability
criteria applied at all levels and in limiting the workload
of the State disability determination services (funded by
the Federzl Government) by limiting the number of cases
remanded there by the judges.
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

SCCIAL SECURITY ADMINISTRATION

Study of selected individuals denied
title I1 social security disability benefits
One of the requirements of the title II disability

program is that the claimant be unable to engage in sub-
stantial gainful activity.

Substantial gainful activity is considered to be work
at or above a specified dollar amount and involves signi-
ficant physical or mental duties, or a combination of both,
and is productive. At the start of our review in 1973, we
were concerned that the Social Security Administration (SSA)
was using $1,680 as an estimate of substantial gainful
activity. We made several inquiries between July 1973 and
May 1974 concerning why this level had been retained since
1968. Bureau of Disability Insurance officials agreed that
this level should be increased, and in Augqust 1974 the
amount was raised to $2,400.

The social security retirement test is automatically
increased to reflect upward trends in the country's cost
of living and average wages, but no such adjustments are
made for the disability earnings test. 1If $1,680 repre-
sented the minimum substantial wage in 1968, it would no
longer represent that minimum several years later, con-
sidering the increases in wages.

Although SSA increased the substantial gainful acti-
vity level in 1974, it was a long time between increases.
Safeguards should be built into the disability program to
assure that determinations of both initial eligibility and
continuing eligibility are made on the basis of currently
applicable standards of substantial cainful activity. Auto-
matic increases similar to those used for the retirement
test could be used. -

GAO recommended that the: Secretary of IZ2¥ provide for
automatic increases in the level of earnings representing
substantial gainful zetivity, perhaps based on annual
increases in U.S. average annual earnings. (MWD 76-82,
Jan. 22, 1976.)

Appropriation

HEW: SSA, Federal Disability Insurance Trust Fund.
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Appropriation Committee !ssues

In approving budget requests for the administrative
expenses of the disability program, the Committee should
assure that determinations of poth initial eligibiiity
and continuing eligibility are made on the basis of
currently applicable standards of substantial gainful
activity.
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DEPARTMENST f# HEALTH, EDUCATION, AND WELFARE

SOCIAL SECURITY *STRATION AND
m"'—m—cam_'fﬁﬁp 3 ADMINISTRATION
Supplemental %" Income
ovegga%ts L nursing
ome res ts R reduce

When a Supwprlessmtal Security Income recipient enters
a nursirg nome, hiz or her benefit payment standard is to
be reduced to me® Srze than $25 per month if more than 50
percent of his oY (¢r care is being provided under the Medi-
caid program., The 3eocial Security Administration relies
on reports frome Isrizgpients that they have entered a nursing
home to effect <hiz <change in their benefit payment stand-
ard. GAO's stusly mfuowed that recipients reported only 3
percent of admiw$Simsas. This has resulted in about $7.46
million in overzpawemts during 1975 in California and
Plorida alone.

GAO recommentkf that the Secretary of HEW (1) establish
procedures requiiIig BSSA district offices to provide forms
to nursing homess fxr their use in reporting recipient
admissions and =0 soxzk with nursing homes to obtain timely
reports, and (Z)) hasee the States establish procedures to
require nursing homgs to promptly report the admission of
recipients to am R district office. (HRD-77-131, Aug. 23,
1977.)

Appropriations

HEW: SSA, 5B, Supplemental Security Income.

Appropriation Coomnirsee issues

In approvim; mgguests for SSI and Medicaid, the
Committees shoulid wgguure that stéps are being taken to
obtain prompt r~poxgp from nursing homes of rccipient
admisgions ag a ‘"2#s Of limiting SSI overpayments.
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Additional improvements needed in
HUD's practices f¢r developing work
measurement standards

GAO reported to the Chairman, Subcomm. < on HUL -
Independent Agencies, Senate Appropriations committee, that
the Department of Housing and Urban Development (HUD) has
made progress in developing its work measurement system,
but that improvements are needed in the Department's
practices for establishing its work meagsurement standards
to increase their reliability. GAO also coucluded that
integrating HUD's work measurement system with improved
time, workload, and cost-reporting systems would allow tae
Department to better measure the efficiency of .its opera~
tions and more fully realize the potential of its work
measurement system.

GAO recommended that the Subcommittee direct the Secre-
tary to present, with HUD's fiscal year 1979 budget submission,
(1) a comprehensive plan for proceeding with its work measure-
mant systems development and (2) . statement on the progress
the Department has made in dealing with the issues presented
in the GAO report. (FPCD~77-53, June 15, 1977.)

The Senate Appropriations Committee accepted GAO's
recommendations and directed the Secretary to submit the
plan and a statement of progress on GAO's recommendations
with ius fiscal year 1979 budget sukmission.

Appropriations

HUD, Salaries and Expenses.

Appraopriation Committee issues

-

1. HUD needs to improve its practices for developing its
work measurement standards.

2. HUD should integrate its work measuremer% system with
improved time, workload, and cost-reporting systems.

3. HUD should submit a comprehensive plan for proceeding
with its work measurement system's development to the Committee.

4, HUD should submit a statement to the Committee on the

progress it has made in dealing with the recommendations pre-
sented in GAO's report.
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